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I, Thomas A, Carter - A ' swear (or aﬁ“um) that, to th*

" best of my knowledge and belief the accompanymg f'manmal statement and supporung schedul&s penammg to the ﬁrm ot 5
ALPS mstrlbutors, Inc. v . — asof
September 30 AB2002, are true and correct. 1. further swear (or a.fﬁrm) that nejther thc compam %

nor any partner, proprietor, pnnc1pa1 officer or director has any propnetary interest in any account classified soley as that of
a customer, except as follows ,
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This report"* contains (check alI applicable boxes)
" (a) Facmg page..
(b) Statement of Financial Condmon ‘ : , : , ' . R
(c) Statement of Income (Loss). ’ o ~ I L ’ A §
. (d) Statement of Changes in Fmancxal Condmon ' ' I B |
® (¢) Statement of Changes in Stockholders’ Equity or ‘Partners’ or Sole Propnetor s Capxtal
(f) Statement of Changes in. Liabilities Subordmated to Clauns of- Crethors : - : _
(g) Coinputation of Net Capital o S . 2
) Computation for Determmatxon of Rcscrve Requu'emems Pursuant to Rule’ 15c3-3 R .
.() ‘Information Relating to the. Possessxon or control Requirements Under Rule 15¢3-3. ‘ ‘ ’ #ip
() A Reconciliation, mc]udmg appropnate explanation, of ‘the- Computation of Net Capital Under Rule 15¢3-1 and the E
Computation for- Determination of the Reserve Requirements Under Exhibit A of Rule 15c3 3. B
k) A Reconciliation between the audxted and unaudited Statements of Fmancnal Condmon wnh respect to methods of con-
solidation; . . _ o . A
() An Oath or Affrmanon o I L B ' o SR
(m) A copy of ‘the SIPC Supplemental Report : ' '
{n) A report dscnbmg any matena] inadequacies found to-exist or found to have cx.tsted since: the date of the prewous aucht

**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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ALPS Distributors, Inc
September 30, 2002
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Independent Accountants' Report

Board of Directors
ALPS Distributors, Inc.
Denver, Colorado

We have audited the accompanying statement of financial condition of ALPS Distributors, Inc. (a wholly-
owned subsidiary of ALPS Financial Services, Inc.) as of September 30, 2002, and the related statements
of income, stockholder’s equity and cash flows for the year then ended that you are filing pursuant to
Rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial statements
based on our audit. ‘

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of ALPS Distributors, Inc. as of September 30, 2002, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The supplementary information contained on Page 8 is presented for the purposes of additional
' analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 of the Securities Exchange Act of 1934. Such information has been subjected to
‘ the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
l stated in all material respects in relation to the basic financial statements taken as a whole.
S
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Denver, Colorado
November 1, 2002
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ALPS Distributors, Inc.

Statement of Financial Condition
September 30, 2002

Assets

Cash

Distribution and administration fees receivable

Furniture and equipment at cost, net of
accumulated depreciation of $40,533

Liabilities and Stockholder’s Equity
Liabilities
Accounts payable

Total liabilities

Stockholder’s Equity
Paid-in capital
Retained earnings

Total stockholder’s equity

$ 50,079
90,138

18,753

$_____158970
$ 7.091
7,091

37,651

114,228
151,879

$.___ 158,970




ALPS Distributors, Inc.

Statement of Income
Year Ended September 30, 2002

Revenues
Distribution and administration fees

Expenses
Compensation
Depreciation
Insurance
Rent
Regulatory fees
Telephone

Net Income

$ 638,952

638.952

262,822
8,771
25,502
26,693
8,712

5,617

338,117

$____ 300835



ALPS Distributors, Inc.
Statement of Stockholder’s Equity
Year Ended September 30, 2002

Paid-in Retained
Capital Earnings Total
Balance at October 1, 2001 $ 37651 § 140,422 § 178,073
Distribution to Parent resulting from
forgiveness of intercompany receivable - (321,029) (321,029)
Distribution of cash to Parent - (6,000} (6,000)
Net income - 300,835 300,835
Balance at September 30, 2002 $ 37,651 $ 114,228 $ 151,879




ALPS Distributors, Inc.

Statement of Cash Flows
Year Ended September 30, 2002

Operating Activities
Net income
Item not requiring (providing) cash
Depreciation
Non-cash operating expenses (Note 4)

Net cash provided by operating activities

Financing Activities
Distribution to parent

Net cash used in financing activities
Decrease in Cash

Cash, Beginning of Year
Cash, End of Year
Supplemental Cash Flows Information

Distribution to Parent resulting from forgiveness
of intercompany receivable

b 300,835

8,771
(309,606)

(6,000)
(6,000)

(6,000)

56,079

$_____50079
$ (321,029)
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ALPS Distributors, Inc.

Notes to Financial Statements
September 30, 2002

Note 1: Organization and Summary of Significant Accounting Policies

Nature of Operations

ALPS Distributors, Inc. (the Company) is a wholly-owned subsidiary of ALPS Financial Services,
Inc. (the Parent). The Company, a registered broker-dealer and a member of the National
Association of Securities Dealers, derives its income from distribution activities for mutual funds.

The methodology used in determining the allocation of financial statement transactions is based on
the revenue generated by the Company. The Company records the revenue specifically identifiable
to the Company on its books. A portion of total expenses of the Parent is then allocated to the
Company based on a percentage of the Company’s revenue to the consolidated revenue of the
Parent. Outstanding receivables and payables related to the Company as well as an allocable
portion of fixed assets based on the same method are recorded on the Company’s balance sheet.

The Company operates under the provisions of the paragraph (k)(1) of Rule 15¢3-3 of the
Securities Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions of that
Rule. As such, the Company is not required to maintain a “Special Reserve Bank Account for the
Exclusive Benefit of Customers.”

Revenue Recognition

Distribution and administration fees are recognized when earned and in accordance with customer
contracts. No allowance of doubtful accounts is necessary to provide for any losses on realization
of the fees receivable at September 30, 2002.

Furniture and Equipment

Furniture and equipment is depreciated over the estimated useful life of each asset. Annual
depreciation is primarily computed using the straight-line method.

Income Taxes

The Company’s stockholder has elected to have the Company’s income taxed as an “S”
Corporation under provisions of the Internal Revenue Code and a similar section of the Colorado
state income tax law; therefore, taxable income or loss is reported to the individual stockholder for
inclusion in his tax return. No provision for federal or state income taxes is included in these
statements.
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ALPS Distributors, Inc.

Notes to Financial Statements
September 30, 2002

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Note 2:  Furniture and Equipment

Furniture and equipment is stated at historical cost and consists of the following:

Computer equipment $ 20,816
Furniture and fixtures 23,335
Leasehold improvements 3,332
Software 11,803
Less accumulated depreciation and amortization 40,533

$ 18,753

Note 3: Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 and that equity
capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed
10to 1. At September 30, 2002, the Company had net capital of $66,194, which was $61,194 in
excess of its required net capital of $5,000. The Company’s net capital ratio was .11 to 1.0 for the
year ended September 30, 2002.

Note 4: Related Party Transactions

Substantially all of the Company’s expenses were paid by the Parent. A total of $326,621 in
expenses were paid and $623,809 in revenues were collected by the Parent. These amounts were
recorded as intercompany transactions during the year. At September 30, 2002, the Company
offset the receivable due from the Parent of $321,029 with a distribution of the same amount. The
net change in receivables and payables along with $10,844 of furniture and equipment allocated
from the Parent are reflected on the Statement of Cash Flows as non-cash operating expense as the
cash will not be received or paid by the Company.
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ALPS Distributors, inc.
Computation of Aggregate Indebtedness and Net Capital Under
Rule 15¢3-1 of the
Securities Exchange Act of 1934

September 30, 2002
Net Capital
Total stockholder’s equity $ 151,879
Deductions
Furniture and equipment, net of accumulated depreciation 18,753
Non-allowable receivables 66,932
Net Capital $ 66,194
Aggregate Indebtedness
Accounts payable $ 7.091
Total Aggregate Indebtedness $ 7.091
Computation of Basic Net Capital Requirements
Required minimum net capital $___ 5000
Net capital in excess of minimum requirements $_ 61,194
Ratio of aggregate indebtedness to net capital - 11tol10

There were no variances between this computation of net capital under Rule 15¢3-1 and the
Registrant’s computation filed with Part II, Form X-17A-5. Accordingly, no reconciliation is
necessary.
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Independent Accountants' Report on
Internal Control

Board of Directors
ALPS Distributors, Inc.
Denver, Colorado

In planning and performing our audit of the financial statements and supplemental schedule of ALPS
Distributors, Inc. (the Company) for the year ended September 30, 2002, we considered its internal
control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.
2. Recordation of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of the
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.




Because of inherent limitations in internal control or the practices and procedures referred to above, error
or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving internal control, including control activities for safeguarding
securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and our study, we believe that the Company’s practices and procedures were
adequate at September 30, 2002, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the National Association of Securities Dealers, Inc., and other regulatory agencies which rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified parties.

KDL AP

Denver, Colorado
November 1, 2002
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